This study provides insights from accounting practitioners on China's convergence with International Financial Reporting Standards (IFRS). Through a survey of 33 senior financial executives of Chinese listed companies in 2014, the study reports their perceptions on the following issues: first, the degree of convergence between IFRS and Chinese accounting standards (CAS); second, the choice between fair value and historical cost accounting, and the usefulness of fair value accounting for Chinese companies' financial reporting; third, challenges in the process of China's harmonisation with IFRS; and finally, essential capabilities of Chinese accounting professionals in the process of China's harmonisation with IFRS. Multivariate regression was used for further analysis.
Introduction
China entered into its new accounting regime marked by the announcement of an efficient way to establish the legitimacy of Chinese accounting standards. However, like other emerging economies, China faces challenges relating to the local context when implementing IFRS-converged CAS at the national and the organisational level (Ding and Su, 2008; Liu, 2010; MOF, 2010a) .
There has been a growing body of research noting (see, for example, Carlin et al., 2014; Mısırlıoğlu et al., 2013; Nobes, 2008; that convergence with IFRS at accounting standards' level does not necessarily result in harmonised (and improved) accounting practices globally. There are contextual issues pertinent to the implementation of IFRS in emerging economies such as China. The contextual issues include the political and economic environment of emerging economies, national culture, under-developed equity markets (Ding and Su 2008; Tang, 2000) , the use (and usefulness) of fair value (He et al., 2012; MOF, 2010b) , and the pressing need for educating and training qualified accounting professionals to develop the capability of professional judgement when applying principle-based IFRS in a governmentcontrolled market (Ding and Su, 2008; ICAS, 2010; Schipper, 2012; Xiao et al., 2004; Zhang et al., 2014) . Those contextual factors have impact on the success or failure of IFRS implementation in emerging economies. Convergence with IFRS in emerging countries will only become a reality as a result of joint efforts by the regulators, standard setters, financiers, business community, and most importantly, the accounting practitioners (Chand, 2005) . Hence, research into accounting practitioners in the process of IFRS convergence in the context of emerging countries deserves more serious attention.
Despite growing research interest in China's convergence with IFRS (e.g. Baker, et al., 2010; Chen and Cheng, 2007; Ding and Su, 2008; He et al., 2012; Lee et al., 2013;  1 Ministry of Finance (MOF) is an influential government body in China. They assume the sole responsibility for accounting standard-setting and implementation. Peng et al., 2008; Peng and van der Laan Smith, 2010; Qu and Zhang, 2010; Wu et al., 2014; Xiao et al., 2004 no prior study has investigated the contextual issues of China's convergence with IFRS from the accounting practitioners' perspective. This limitation will be addressed in this study. The objective of this research is to ascertain the extent to which the financial reporting of listed companies in China has been converged with IFRS with a particular focus on the contextual issues of implementing IFRS in China.
Specifically, through a survey of Chinese accounting practitioners (senior financial executives) of listed companies in 2014, the study seeks the view of Chinese accounting practitioners on four key issues: first, the degree of convergence between IFRS and
Chinese accounting standards; second, the use of fair value and historical cost accounting in accounting practice; third, challenges in the process of China's harmonisation with IFRS; and finally, essential capabilities of Chinese accounting professionals in the process of China's internationalisation of accounting practice.
Study of Chinese accounting practitioners' views on IFRS convergence is
important because accounting practitioners are deeply involved in the application of IFRS converged CAS. Their views offer timely first-hand information on issues in the convergence process in practice in an emerging economy. The increasing internationalisation of the Chinese economy, and with an average GDP growth rate of 10% per annum between 2003 (World Bank, 2015 , and having become the second largest economy in the world, makes China a prime candidate for research, particularly with an increasing number of Chinese companies in the global market.
The strong economic relationship between Australia and China necessitates
Australian accounting professionals and academics having an in-depth understanding of financial reporting practices in China. China currently ranks as Australia's largest trading partner and services market. The recently signed China-Australia Free Trade Agreement will take the already strong relationship between the two countries to an even higher level (Australia's Department of Foreign Affairs and Trade, 2015) . More research into China's convergence with IFRS in accounting practice also has implications for members of CPA Australia, as a large accounting professional body with strong representation of its 13,000 members in China (Yang and Clark, 2011 The study helps to better inform accounting standard setters at the international (i.e. IASB) and national level to review the implementation of IFRS in emerging economies, and hence give due consideration of contextual issues in emerging economies when developing international accounting standards, and when assessing the effectiveness of IFRS implementation in those countries.
This study has pedagogical value for Australian (and other Western) accounting academics to better engage with international Chinese accounting students. This paper provides a reference point of summarising the practical issues of IFRS convergence in emerging economies, in particular China. Accounting academics can incorporate IFRS implementation issues in their teaching (for example, see Brown and Tarca, 2012; Jackling, et al., 2012) . This would add value to the internationalisation of accounting curriculum.
This paper also differs from prior studies in the following ways. First, the analysis of China's institutional reform of the accounting system is provided in the context of an institutional theoretical framework. This helps to gain a more systematic understanding The remainder of this paper is structured as follows: Section 2 reviews the issues of IFRS convergence in emerging economies in the context of institutional theory.
Section 3 outlines the research method. Section 4 presents the results and analysis, and Section 5 concludes the study.
Literature review

An institutional theoretical perspective
This study is informed by institutional theory (see DiMaggio and Powell, 1983; Hoffman, 1999; Oliver, 1991; Scott, 2008) . Institutional theory has been used to investigate IFRS convergence (and divergence) by, for example, Albu et al, (2014) in Romania, Irvine (2008) in UAE countries, and Ghio and Verona (2015) in BRIC countries. The usefulness of applying an institutional theoretical perspective to research into Chinese companies has also been acknowledged in the extant literature. Scott (2002) suggests that institutional theory provides a better view of economic, social and organizational change in China, and leads to a better understanding of the behaviour (e.g accounting practice) of Chinese companies. More recently, studies based in China (e.g. Yang et al., 2015; Yang and Farley, 2016; Zhang et al., 2014) point to the strong potential of applying institutional theory to accounting research in the Chinese context.
Institutional theory allows for multiple levels of analysis: from the macro political and economic level to micro firm level practices. It thus enables a broader and longer-term view of organisational and social change in China (Yang et al., 2015, pp. 37-38) . Hence, this study adopts an institutional theoretical perspective to investigate China's IFRS convergence with a particular focus at the practice level.
Institutional theory is concerned primarily with an organisation's interaction with the political and economic institutional environment, the effects of institutional pressures on the organisation, and the incorporation of these expectations into organisational practices and characteristics (Dillard et al., 2005 (DiMaggio and Powell, 1983, p.150) .
Normative institutions rely on mutually enforced prescriptions, obligations, and expectations (Scott, 2002, p. 61) . Organizations comply with them in conformance to norms established by universities, professional training institutions, and trade associations (Hoffman, 1999, p. 352) . Mimetic (or cultural cognitive) institutional aspects form a culturally supported and conceptually correct basis of legitimacy that becomes unquestioned (Hoffman, 1999, p. 353 Powell, 1983) . Organisations don't passively conform to institutional pressures, instead they respond strategically to those pressures (Oliver, 1991; Scott, 2008) . This has led to divergence and variation in organisational practice. A growing literature has revealed that the structural convergence with IFRS in emerging economies at the 'accounting standard' level (i.e. symbolic conformance to the structure) does not automatically translate into converged accounting practices and improved information quality (AbdElsalam and Weetman, 2003; Ali, et al., 2006; Carlin et al., 2014; Chand et al., 2010; Joshi, et al., 2008; Nobes, 2015) . There have been mixed findings on the effects of IFRS harmonisation on the information quality of financial reporting across countries. Some documented that IFRS has improved earnings quality (e.g., Horton et al., 2013; Lee et al., 2013; Peng et al., 2008) . Some, however, have found the principle-based IFRS and the complicated nature of some IFRS standards (such as financial instruments, fair value accounting, the tax-orientation of national accounting systems) have resulted in 
Institutional transition of China's accounting system to IFRS
China's high level of economic growth since 1978 has a positive effect on the development of accounting systems and practices (Zeghal and Mhedhbi, 2006) .
However, China differs from Western developed countries in the political and economic institutional environment. China is experiencing 'institutional transitions' that are 'fundamental and comprehensive changes introduced to the rules of the game that affect organisations as players' (Peng, 2003) . Peng and Heath (1996) provide a useful summary of institutional frameworks before and during the transitions:
Before the transition, a national plan was developed by the central government and then was incrementally decomposed into a set of targets and orders for specific (state-owned)
During the transition, the state gradually relinquishes its role in policing economic exchanges, state firms are granted more autonomy… however, the lack of an adequate legal framework to define and protect property rights has resulted in a sharp rise in opportunistic behaviour (p.503)
When applying the above description to institutional frameworks in China, one finds the coexistence of before transition and during transition institutional frameworks. China's economic reform from 1978 has occurred 'in the form of fundamental changes to its economic systems in ways that do not undermine its centrist political regime' (Scott, 2002, p. 59) . Although China has moved towards a more market-oriented economy, central planning still plays an important role in the country's economic development under the rule of the Communist Party of China (CPC). The convergence process with IFRS has been tightly controlled by MOF.
Prior to the economic reform, China adopted a socialist accounting system (borrowed from the former Soviet Union), known as Unified Accounting System (UAS, Tongyi Kuaiji Zhidu 统一会计制度) to support its planned economy, where nearly all enterprises were state-owned (see Xiao et al., 2004 for further information). However, the UAS became a barrier for China to attract foreign investment. This is because the UAS could not reflect the capital gain and profit distribution of foreign investment.
Consequently, foreign investors struggled to understand the financial reports prepared by Chinese companies. Reform of the Chinese accounting system was placed high on the agenda of the MOF (Liu, 2009; Wang, 2006 
Challenges pertinent to IFRS implementation in emerging economies
Prior studies based in emerging economies have identified the following contextual factors that challenge the successful IFRS implementation in practice. They are national culture (including the political and economic environment, legal system, history, and language), the use of fair value accounting, the preparedness of the accounting profession to exercise judgements in practice, and education and training of accounting professionals.
Culture is defined as 'the collective programming of the mind which distinguishes the members of one human group from another' (Hofstede, 1980, p. 25) . Gray (1988) conceptualises the relationship between national cultural dimensions (i.e. individualism versus collectivism, power distance, uncertainty avoidance, and masculinity, see Hofstede, 1980) There have been consistent findings revealing that a rule-based institutional environment that focuses on uniformity and secrecy (such as China) presents an obstacle to the implementation of principle-based IFRS. This is because the accounting profession in those countries tends to focus more on accounting technical rules and less on judgements, which were not required in formerly socialist accounting systems (Albu, et al., 2014; Ding and Su, 2008; Mısırlıoğlu et al., 2013; Nobes and Parker, 2010) . In the Chinese context, accountants had little training in making professional judgements and were rarely called on to exercise judgment prior to 1992 reform due to the prescriptive nature of UAS. However, in the process of converging with international accounting standards, judgement is required and allowed, which has resulted in opportunistic behaviour by some companies to manipulate earnings (Ding and Su, 2008) .
Translation of IFRS into other languages has also been identified as a factor influencing the convergence and the divergence in accounting practices (Abd-Elsalam and Weetman, 2006; Evans et al., 2015; Zeff, 2007; Zeff and Nobes, 2010; Zeghal and Mhedhbi, 2006) . This is because the equivalent interpretation and application of (foreign) concepts is problematic in accounting practice (Ho, 2004, p. 223 Wu et al., 2014) found fair value accounting led to unintended consequences such as earnings management, and distorted financial information. A similar concern is also shared by researchers based in developed countries (for example, see Nobes, 2015) .
Research design
Survey questionnaire
A survey questionnaire was used to ascertain Chinese accounting practitioners' perceptions on China's convergence with IFRS with a particular focus on contextual issues pertinent to China. The survey instrument was initially developed after an (Yang et al., 2015) has found that there are not provincial differences in accounting practice or attitudes hence this sample can be used with reasonable confidence as representative of surveying the broader national population of SFM's of listed companies. Survey participants were guaranteed confidentiality, and hence their identities are kept anonymous in the report. 
A supplementary analysis
A regression analysis is conducted as a supplement to the survey results. This Table 3B , which is used as an explanatory variable.
The analysis is conducted using the following model:
Where Y is one of the dependent variables; OWNi represents the six types of controlling shareholders (see Table 1 Table 6 .
Where descriptive statistics are presented for individual Likert scale questions the associated means and standard deviations are calculated using only responses 1 to 5.
Response 6 (Impossible to say) is excluded in calculating the means and standard deviations and in all dependent variables in regressions. Insert Table 2 about here The first question is to gauge survey respondents' general understanding of the four measurement methods described in the IASB Framework, i.e. historical cost accounting, replacement cost accounting, fair value and present value. As indicated in Table 2 Subsection A, Chinese accounting professionals in general reported a high level of familiarity with all four measurement bases, with a mean value from 1.33 to 1.70.
Results and analysis
Convergence with the measurement concepts of IFRS
However, historical cost accounting was the most familiar measurement method (22 responses to the familiarity rating "1 very familiar") when compared to the other three alternatives.
The second question is to ascertain the perceptions of Chinese accounting professionals on the progress of China's harmonisation with IFRS, with a particular focus on measurement concepts. As reported in Table 2 Table 3A and Table 3B present results related to the survey questions on the choice between fair value and historical cost accounting (T3A) and the usefulness of fair value accounting for Chinese companies (T3B).
Fair value versus historical cost accounting
Insert Table 3A This indicates the Chinese accounting professionals' preference for a regulated (structured) financial accounting practice. This finding validates the view that even for principle-based IFRS, 'rules are necessary to provide the principles with a structure' (Carmona and Trombetta, 2008, p.457) . Respondents (21) agreed to Statement (4) that implementation of fair value accounting is a fundamental change to Chinese accounting practice, however, responses to Statement (5) on the compatibility of fair value accounting with Chinese accounting practice varied among respondents.
Insert Table 3B about here   Table 3B is (Yang et al., 2015, p.33) . The findings of this study lends support to the argument in recent studies (e.g. He et al., 2012; Wu, et al., 2014 ) that the intended benefits of improved transparency through implementation of fair value accounting may not be achieved in China due to the country's special institutional context. It is notable that of the five statements (i.e. 2 -6) on the specific challenges for
Challenges or obstacles of China's full convergence with IFRS
China's full convergence with IFRS, professional judgement appears to be the challenge that respondents rated highest. This indicates the challenge of implementing principlebased IFRS in an institutional environment of a heavily regulated market by an authoritative government such as China. This finding supports the view (Ding et al., 2005; Gray, 1988 ) that China's history of rule-based authoritative culture (institution) has an influence on the level of professional judgement. Therefore, substantial changes are required in the current professional training and accounting education programs to strengthen the professional judgement capability of accounting professionals (and accounting students) who practice (or intend to practice) in China.
Professional development and training
Multivariate regression results
Insert Table 6 about here Table 6 presents the regression results for only those questions involving an overall statistically significant relationship (F test). As indicated in Table 6 , ownership structure is related to accounting practitioners' judgements on the following statements T3A ( Joshi, et al., 2008) , while recognising the differences in institutional context between China and other emerging economies.
Conclusion
This study provides a current report on issues in implementing IFRS Such study would add an additional and valuable dimension to the results of this study.
Future study can be extended to other types of Chinese companies (e.g. state-owned enterprises, and/or small and medium Chinese companies). Future study may also include a comparative study on the perceptions of accounting practitioners between developed countries (e.g. Australia) and developing countries (e.g. China).
Despite the limitations, this study contributes positively to current debate on the implementation of IFRS in emerging economies. The study has engaged with accounting practitioners in an emerging economy in identifying issues in implementing IFRS in practice. The survey results are informative because they 'reflect a rich knowledge and first-hand experience of IFRS' (Brown and Tarca, 2012, p.321) in China.
The study responded to the calls for more 'engagement' and 'connection' with the business community in academic research (Knott, 2015 ; also see Brown and Tarca, 2012) . Findings of the study point to the importance of having continuous review of accounting curriculum and incorporating practical issues of IFRS implementation in educating and training current and future accounting professionals.
This study also has policy implications for international and national accounting standard setters. Principle-based IFRS requires interpretation and judgements in practice.
If accounting professionals are not well trained and educated or are inexperienced and/or unfamiliar with IFRS, then IASB may consider more technical support by developing more guidance on the application of IFRS, or reduce the scope of freechoice in IFRS. Similarly, accounting standard setters in emerging economies may also consider mandating 'a set of accounting standards with a greater focus on rules as opposed to principles that require the exercise of professional judgement' (Joshi, et al., p. 42) .
It is a long journey to achieve harmonised accounting practice globally. Structural convergence with accounting standards has started the 'first step' on this long journey.
Future research will continue to monitor the impact of IFRS on accounting practice in China and other countries. 
